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March 26, 2007 

Jennifer J.  Joh~lson, Secretary 
Board of Governors of the Federal Reserve Systenl 
20'" Street and Constitut~on Avenue, NW 
Wash~tigtonDC 2055 1 

Re: Iiegulation R, Docket No. R-1274 

Dear Ms. Johnson: 

On behalf of TD Bankno~th, N A ("TD Uanknottli"), I an1 wl~tlng to comnlent upon the Boald's and S e c ~ u ~ t y  and 
Exchange Coinm~ss~on's  jo~ntly p~oposed Regulat~on R (the "P~oposed Rule"), which would be codified at 12 CFR 
pt 218 and 17 CFR pts 240 and 247 Although TD bank no^ th is genc~ally satisfied w ~ t h  the Pioposed Rule, and 
belleves that ~t 1s a vely substantla1 iinpiovernent ovel Regulat~on B as p~ev~ous ly  andp~oposed by the Sec~ulties 
Exchange Cornnitss~on, I'D Bank1101 tli does have concelns iega~dmg the P~oposed Rule's l ~ m ~ t a t ~ o n s  upon nicentlve 
conlpensation payable 111 con~iect~on iefe~ialsto thnd-pa~ty uilde~ the iJloposed Rule's netwo~k~ilg w ~ t h  b ~ o k e ~ s  
exceptloll 

As d~scussed below, TD Banknotth belteves that tlie def in~t~on of "nicent~ve conlpensation" at Sect1011 
-- 700(b)(l) of the P~oposcd Rule 1s excess~vely bload, beca~tse the cxclusto~ls to that d e f i ~ i ~ t ~ o n  ~ O I I L I S01f o ~  
su~ll~lai To ~esolve conce~n,those exc l~ t s~o~ l s  should be expanded by cornpensatlon plans ale too nallow t h ~ s  
dclet~ng01 s~lbstantlally 11n11t1ng tlie lequt~ement, _ by employees ~ l l i~s t  at Sect~on 700(b)(l)(il)(B), that ~ e i e ~ ~ a l s  
not be "a fdcto~ 01 vai~able In detel~ll tn~~ig [all] e~liployee's compensation under the plan " 

The definition of "incentive coillpensation" is too broad because it effectively iilcludes all bonus and similar plans 
that consider enlployee referrals to brokers as a factor in determining con~pensation, even if such referrals are o~ily a 
minor factor and the plan also considers many other Illore significant factors unrelated to broker referrals. The 
I'roposed Rule generally defines incentive conlpensation as any "conlpensation that is intended to encourage a bank 
enlployee to refer potential customers to a broker or dealer or give a bank employee an interest in the success of a 
securities transactioti at a broker or dealer"; howevcr, the defi~litio~l expressly excludes 

(A) Tltose firctors or 1~ariab1e.s irlcltlde .si~liificrrnt factors or 1~ariah1e.s tlicit urc lzot 
relritcd to securities tra~tsuctiorls ~t the broker or rlerrler; 

(B)A referrril rrrrrcle bv tlze enlployee is ~zot (I factor or vcirinble irl r1eter1tzillirt.g tlie 
elttployee 's comperr.srrtiort urz(ler tlte plan, rlrrtl 
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(C) Tlie emnployee'~ corizl~en.rntlon io~der the plrzi? 13 /lot rlctelni~nerl by refem.ence to 
1.ejerrcl1.r mrzncle 121' C E I ~ J Iotliei. per:ron 

Section . 7 0 0 ( b ) ( l )  (emphasis added). Thus, this exclusion to the definition is inapplicable if an enlployee's 
referrals to a third-party broker play ally role in deter~nining the employee's conlpensation under the bank's bonus 
plan, even if such. referrals are only one i~iiilor factor among inany other nlore sig~lificant factors unrelated to such 
referrals. Note that this limitatioil upoil bonus and similar plans is also somewhat redundant, in light of the 
imillediately preceding requiren~ent that the plans n1~1st include "significant factors or variables that are not related 
to securities transactions at the broker." 

Like inany banks, TD Bailknorth offers its employees discretionary bonus coinpensation under a plan that considers 
a variety of factors; among those factors are customer referrals to various lines of business within the bank, and also 
for referrals to a third-party broker that has entered into a netwoi-king arrangement with the bank. Although referrals 
to that third-party broker are a factor that is considered under the plan, such referrals are only one factor among 
marly that are considered in determining e~nployees' boilus comnpensation. The plan includes significant factors or 
variables that are not related to securities transactioils at the third-party broker, and does not require that a referral to 
the third-party broker must result it1 a transactioll in order for that referral to qualify as a factor in deternliniiig bonus 
compensation. Accordingly, the plan does not create ally inappropriate inceiltive for einployees to "pre-sell 
securities to bank customers," nor should it give rise to inappropriate "sales practices concerns regarding 
ttnregistered bank enlployees." Proposed Rule, 7 1 Fed. Reg. 77522, 77524 (Deceinber 26, 2006). 

To resolve TD 13anknortll's concerii, we believe that the existing Section . 7 0 0 ( b ) ( l ) ( i i ) ( B )  should be deleted, and 
Sectioii . 7 0 0 ( b ) ( l ) ( i i ) ( C )  renuinbered as Sectioil .700(b)(l)(i i)(B).  This would delete the requireinent that 
e111ployee refeuals to a third-party broker not play role ill determilling boilus coinpensation, while leaving in 
place the requirement that the bonus plan include other significant factors unrelated to such referrals. In the 
alternative, the existing Section . 7 0 0 ( b ) ( l ) ( i i ) ( B )  co~tld be revised by insertiilg "primary" or "nlajor" before the 
phrase "factor or variable", thereby allowing brokerage referrals to serve as a factor, but not a primary or major one, 
in determining bonus con~pensation. 

Thank you for your consideratioll of our concei-11s. 

\ 	 Nancy M. Morr~s, Secretary, Secui lttes and Exchange Coi~lmissioll 
Anne Dunne 
Warner Price 
Kevin Maas, Esq. 


